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DOUG LITTLE .- Chairman
BOB STUMP
BOB BURNS
TOM FORESE
ANDY TOBIN

IN THE MATTER OF THE APPLICATION OF
CERETEL INCORPORATED FOR A
CERTIFICATE OF CONVENIENCE AND
NECESSITY TO PROVIDE RESOLD LONG
DISTANCE TELECOMMUNICATIONS
SERVICES

DOCKET no. T-20943A-15-0-43

DECISION NO.

9

1 0

ORDER

Open Meeting
October 27 and 28. 2016
Phoenix. Arizona

1 2 BY THE COMMISSION:

On October 1, 2015, CereTel Incorporated ("CereTel") filed with the Arizona Corporation

14 Commission ("Commission") an applicat ion for  approval of a  Cer t ifica te of Convenience and

Necessity ("CC&N") to provide resold intrastate interexchange telecommunications services within

16 the State of Arizona

17 On December 29,  2015,  the Commission's Utilit ies Division ("Staff") filed a  Letter  of

Deficiency, requesting a copy of CereTel's Affidavit of Publication.

19 On March 1, 2016, CereTel filed its first amendment to its application which included a copy

20 of its Affidavit of Publication stating that notice of the application had been published in the Arizona

Republic, a newspaper of general circulation in the State of Arizona.

On March 31, 2016, Staff filed a Letter of Sufficiency.

On July 7, 2016, CereTel filed a second amendment to its application that included its responses

24 to Staffs First Set of Data Requests.

On July 8, 2016, the Hearing Division issued a Procedural Order directing the Staff Report to

26 be filed on or before July 29, 2016.

On July 27, 2016, Staff requested an extension of time for filing the Staff Report until

S:\SPatemoster\Telecom\Orders\CC&N\l 503430rd.docx 1
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2

3

1 September 2, 2016, which was granted by the  Procedural Order issued on July 28, 2016

On August 11, 2016, CereTel filed its  responses to Staffs  Second Set of Data  Requests

On S e pte mbe r 2, 2016, S ta ff file d a  S ta ff Re port re comme nding a pprova l of Ce re Te 1's

4 applica tion, subject to ce rta in conditions .

* *5 * * * *

6 Ha ving cons ide re d the  e ntire  re cord he re in a nd be ing filly a dvis e d in the  pre mis e s , the

7 Commiss ion finds , concludes , and orde rs  tha t:

8 FINDINGS  OF FACT

9

10

1. CereTe1 is  a  fore ign corpora tion organized under the  laws of Delaware  and authorized

to conduct business in Arizona. 1

11

12 inte re xcha nge  te le communica tions  se rvice s  on a  s ta te wide  ba s is  in Arizona .

On October 1, 2015, CereTel tiled an applica tion with the  Commission to provide  resold

The  a pplica tion a lso

13

14 3.

15

16

requested a  de termina tion tha t CereTel's  proposed services  a re  competitive  in Arizona

Notice  of CereTe1's  applica tion was given in accordance  with the  law

Sta ff recommends  approva l of CereTe l's  applica tion for a C C &N to provide  intras ta te

te lecommunica tions  se rvices  in Arizona , subj act to the  following conditions

17 (a) CereTe l complie s  with a ll Commiss ion Rule s , Orde rs , and othe r requirements
re levant to the  provis ion of intras ta te  te lecommunica tions  se rvices

18

19
(b) CereTel notifies the  Commission immediate ly upon changes to CereTe1's name

address, or te lephone number,

20 (c) Ce re Te l coope ra te s  with Commiss ion inve s tiga tions  including, but not limite d
to, cus tomer compla ints ,

21

22
(d)

23

24

25

26

The  ra te s  proposed by this  tiling a re  for compe titive  se rvices . In genera l, ra te s
for compe titive  se rvices  a re  not se t according to ra te  of re turn regula tion. S ta ff
obta ined informa tion from CereTe1 and has  de te rmined tha t its  fa ir va lue  ra te
base  is  zero. Accordingly, CereTel's  fa ir va lue  ra te  base  is  too small to be  useful
in a  fa ir va lue  ana lys is . S ta ff has  reviewed the  ra te s  to be  cha rged by CereTe l
and believes they are just and reasonable as they are comparable to several long
dis ta nce  ca rrie rs  ope ra ting in Arizona  a nd compa ra ble  to the  ra te s  Ce re Te l
cha rge s  in othe r jurisdictions . The re fore , while S ta ff considered the  fa ir va lue
ra te  base  information submitted by CereTel, the  fa ir va lue  ra te  base  information
provided should not be  given substantia l we ight in this  ana lysis

27

28 1 Application at Exhibit A.
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1
(e) The  g ra n ting  o f Ce re Te l's  CC&N is  c ond itione d  upon  the  g ra n ting  o f XYN

Communica tions , LLC's  ("XYN") CC&N a pplica tion re que s t in  Docke t No. T-
20968A-16-0158.

2

3 5.

4

S ta ff a ls o re comme nds  the  CC&N gra nte d to Ce re Te l be  cons ide re d null a nd void a fte r

due  proce s s  if Ce re Te 1 fa ils  to: (1) docke t conforming ta riffs  within 365 da ys  from the  da te  of a n Orde r

5 in this  ma tte r or 30 da ys  prior to providing s e rvice  to its  firs t cus tome r, whiche ve r come s  firs t, a nd in

6

7

8

9

10

11

a ccorda nce  with the  ta riffs  s ubmitte d with its  a pplica tion, (2) notify the  Commis s ion through a

compliance  filing within 30 days of the  commencement of se rvices  to the  firs t end-user customer, and

(3) abide  by the  Commiss ion adopted rule s  tha t addre ss  Unive rsa l Se rvice  in Arizona . Specifica lly,

Arizona  Adminis tra tive  Code  ("A.A.C.") Rl4-2- l 204(A) indica te s  tha t a ll te lecommunica tions  se rvice

provide rs  tha t inte rconne ct into the  public switche d ne twork sha ll provide  funding for the  Arizona

Unive rs a l S e rvice  Fund ("AUS F") a nd A.A.C. R-14-2-l204(B) s e ts  forth the  ne ce s s a ry monthly

12 pa yme nts .

13

14

15

S ta ff a ls o re comme nds  Ce re Te l's  propos e d s e rvice s  be  cla s s ifie d a s  compe titive  give n

the  a va ila bility of a lte rna tive s , the  ina bility of Ce re Te l to a dve rs e ly a ffe ct the  long dis ta nce s  s e rvice

ma rke ts , a nd Ce re Te l's  la ck of ma rke t powe r.

16 Te c h n ic a l Ca p a b ility

17

18

19

20

21

22

23

24

7. Curre n tly,  Ce re Te l is  a u thorize d  to  p rovide  re s o ld  in tra s ta te  te le c ommunic a tions

s e rvice s  in the  thre e  (3) s ta te s  of Ke ntucky, Ore gon, a nd Te xa s  a nd is  s e e king the  s a me  a uthority in

Ca lifornia , Illinois , a nd Wa s hington

CereTe1 s eeks  to provide  its  proposed s e rvices  to res identia l and bus ines s  cus tomers  via

Ce re Te l a nd S Ty, the  la tte r bra nd Ce re Te l purcha s e d in Ma rch 2015.3 Ce re Te l s ta te s  it pla ns  to offe r

pre pa id  ca lling  ca rds  tha t it will ma rke t for us e  in  ma king  in te rna tiona l ca lls .4  Although Ce re Te l

inte nds  its  ca lling ca rds  to  be  us e d for inte rna tiona l ca lls , intra s ta te  long dis ta nce  ca lls  will not be

blocke d a nd a re  pos s ible , re s ulting in incide nta l long dis ta nce  s e rvice s  in Arizona .5

25

26

27

28

2 S ta ff Report a t 1.
3  Id .
4  Id .
5  Id .

3 DE CIS ION NO.
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1 9. Ca lls  us ing Ce re Te l pre pa id  ca lling ca rds  tha t orig ina te  in  Arizona  will be  route d to

2 XYN, who ha s  a  contra ct with Nu wa ve Communica tions  ("Nuwa ve "), who, in tum, ha s  a  contra ct with

3 Ce re Te l.6 As  s uch, ca lls  will go from XYN to Nuwa ve  to Ce re Te 1's  Ne w York s ofts witch.7

4 10. Ce re Te l's  te a m of o ffic e rs  a nd  ma na ge rs  ha ve  a  c ombine d  fifty-two  (52) ye a rs  o f

5 e xpe rie nce  in the  te le communica tions  indus try.8

6 11. While  Ce re Te l doe s  not in te nd to  ha ve  a ny e mploye e s  with in  the  S ta te  of Arizona ,

7 Ce re Te l doe s  s ta ff cus tome r s upport numbe rs  Monda y through Frida y from 9:00 a m to 9:00 pm Ea s te rn

8 S tanda rd Time .9

12. S ta ff be lie ve s  Ce re Te l ha s  the  te chnica l ca pa bilitie s  to provide  its  propos e d s e rvice s  in9

10 Arizona .

11

12 13. Upon s igning a  prote ctive  a gre e me nt, Ce re Te l provide d p ro -fo rma fina ncia l s ta te me nts

13 for the  twe lve  (12) months  e nding De ce mbe r 31, 2016, lis ting tota l a s s e ts  of $9,282,000, tota l e quity

14 of $3,512,000, a nd a  ne ga tive  ne t income  of $2,367,000 For the  twe lve  (12) months  e nding De ce mbe r

15 31, 2017, Ce re Te l lis te d tota l a s s e ts  of $9,161,000, tota l e quity of $3,944,000; a nd a  ne t income  of

16 $432,000.10

Financial Capabilities

17

18 14. S ta ff be lie ve s  tha t Ce re Te l will ha ve  to compe te  with othe r incumbe nt loca l e xcha nge

19 ca nte rs  ("ILE Cs "), a nd va rious  compe titive  loca l e xcha nge  ("CLECs "), a nd inte re xcha nge  ca rrie rs

20 ("IXCs ") in Arizona  in orde r to ga in cus tome rs ." S ta ff doe s  not be lie ve  Ce re Te l will be  a ble  to e xe rt

21 ma rke t powe r give n its  s ta tus  a s  a  ne w e ntra nt in the  ma rke t.12

22 15. S ta ff s ta te s  tha t in gene ra l, ra te s  for compe titive  s e rvice s  a re  not s e t a ccording to ra te  of

23 re turn re gula tion. S ta ff be lie ve s  tha t Ce re Te l's  propos e d ra te s  a re  jus t a nd re a s ona ble  ba s e d on the

24

25

26

27

28

Rates andCharges

6 S ta ff Re port a t 2 .

7 Id.

8 Id.

9 Id.

10 Id.

11 Id.

12 Id.

4 DECISION NO.
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1

2

3

ra tes  of comparable  long dis tance  ca rrie rs . 13 S ta ff s ta te s  tha t while  it cons ide red the  fa ir va lue  ra te  base

("FVRB") informa tion s ubmitte d by Ce re Te l, tha t informa tion wa s  not a fforde d s ubs ta ntia l we ight in

Staff' s  analysis . 14

4 1 6 .

5

6

While  the  Commis s ion a llows  compe titive  te le communica tions  s e rvice  compa nie s

fle xible  pricing pe r A.A.C. R14-2-l 109, compa nie s  a re  re quire d to file  a  ta riff for e a ch compe titive

service  that includes a  maximum rate  and an effective  ra te  to be  charged.

7 17.

8

P urs uant to A.A.C. R14-2-1109, the  ra te s  cha rged for each s e rvice  Ce reTe1 propos es  to

provide  ma y not be  le s s  tha n Ce re Te l's  tota l s e rvice  long-run incre me nta l cos t of providing s e rvice ."

9 Complaint Information

10 18. S ta ff s ta te s  tha t the  Commis s ion's  Cons ume r S e rvice s  S e ction of the  Utilitie s  Divis ion

11

12

13

re porte d dirt no compla ints , inquirie s , or opinions  ha ve  be e n tile d a ga ins t Ce re Te 1 from J a nua ry 1,

2012 to Octobe r 14, 2015.16 According to S ta ff, Ce re Te l is  in good s ta nding with the  Commis s ion's

Corpora tions  Divis ion ."

1 4 19. P e r the  S ta ff Re port, a  s e a rch of the  Fe de ra l Communica tions  Commis s ion's  we bs ite

15 for Ce re Te l re turne d no forma l or informa l compla int proce e dings  a ga ins t Ce re Te Ll8

As  o f  t h e  f i l in g  o f  t h e  S t a f f  R e p o r t ,  C e r e T e l  wa s16 a u th o riz e d  to  p ro v id e

17

18

19

20

te le communica tions  s e rvice s  in  Ke ntucky, Ore gon, a nd Te xa s . S ta ff conta c te d the  P ublic  Utilitie s

C o m m is s io n s  in  e a c h  o f th e  th re e  s ta te s  a n d  fo u n d  th a t  C e re Te l is  a u th o riz e d  to  p ro v id e

te lecommunica tions  s e rvices  in thes e  juris dictions  and no compla ints  have  been n1ed.19

According to Ce re Te l, it ha s  not ha d a n a pplica tion for s e rvice  de nie d in a ny s ta te  or21.

2 1  ju ris d ic tio n ."

22

23

24

25

26

27

28

13 Staff Report at 3.
14 Id.
15 Id. at 2.
16 Id. at 3.
17 Id.
18 Id.
19 Id.
20 Id.

5 DECISION no.
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1 22.

2

3

CereTel's  applica tion s ta tes  tha t none  of its  office rs , directors , nor pa rtne rs  have  been

or a re  currently involved in any civil or crimina l inves tiga tions  or been convicted of any crimina l acts

within the past ten (10) years.21

4 Competitive Review

5 23.

6

7

8

9

Staff believes CereTel's  proposed services should be  classified as competitive  because

C e re Te l is  n o t a  m o n o p o ly p ro vid e r,  C e re Te l d o e s  n o t c o n tro l a  la rg e  s e g m e n t o f th e

te le communica tions  ma rke t, the re  a re  a lte rna tive  provide rs  to Ce re Te l's  propos e d s e rvice s , a nd

CereTel does  not have  the  ability to adverse ly a ffect the  inte rexchange  marke ts  in Arizona ."

Based on the above factors, Staff concludes that CereTel's  proposed services should be

1 0

11

24.

class ified as  competitive .

Staff' s recommendations, as set forth herein, are reasonable and should be adopted.25.

1 2 CONCLUS IONS  OF LAW

1 3

1 4

1 5

1 6

1. CereTe1 is a public service corporation within the meaning of Article XV of the Arizona

Constitution, A.R.S. §§40-281 and 40-282.

The Commission has jurisdiction over CereTel and the subj et matter of the application.

Notice of the application was given in accordance with the law.3.

1 7 a

1 8

1 9

20

2 1

22 6.

23

24 7.

25

26

CC&N to provide  compe titive  te lecommunica tion se rvices .

5. P urs ua nt to Article  XV of the  Arizona  Cons titution, a s  we ll a s  the  Arizona  Re vis e d

Sta tutes , it is  in the  public inte rest for CereTel to provide  the  resold long dis tance  te lecommunica tions

services as  se t forth in the  applica tion.

CereTe l is  a  fit and prope r entity to rece ive  a  CC&N authorizing it to provide  intra s ta te

te lecommunica tions  se rvices  in Arizona , subj e t to S ta ff's  recommendations  as  se t forth here in.

CereTe l's  fa ir va lue  ra te  base  is  not use ful in de te rmining jus t and reasonable  ra tes  for

the  competitive  se rvices  it proposes  to provide  to Arizona  customers .

8. Pursuant to Article  XV of the  Arizona  Cons titution a s  we ll a s  the  Compe titive  Rule s , it

27

28
z1 S taff Report a t 3 .

zz Id. a t 4 .

6 DE CIS ION n o .
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1

2

3

is  just and reasonable  and in the  public interest for CereTel to establish ra tes  and charges tha t a re  not

le s s  tha n Ce re Te l's  tota l s e rvice  long-run incre me nta l cos ts  of providing the  compe titive  s e rvice s

approved herein.

4 9.

5 hearing.

10.6 Staff" s  recommendations  are  reasonable  and should be adopted.

7 ORDER

8

9

10

l l

IT IS  THEREFORE ORDERED tha t the  a pplica tion of Ce re Te 1 Incorpora te d for a  Ce rtifica te

of Convenience  and Neces s ity to provide  re s old intra s ta te  te le communica tions  in Arizona , is  he reby

approved, s ubject to S ta ffs  recommenda tions  a s  more  fully des cribed in Findings  of Fact Nos . 4 and

5.

12 IT IS  FURTHER ORDERED tha t Ce re Te 1 Incorpora te d's  te le communica tions  s e rvice s  a re

13 compe titive  in Arizona .

14

15

16

17

18

19

20

21

22

23

24

25

26

27

28
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IN WITNES S  WHEREOF, I,  J o D1  A. J ERICH, Exe cu tive
Director of the  Arizona  Corpora tion Commiss ion, have  hereunto
set my hand and caused the  officia l seal of the  Commission to be
a ffixe d  a t  th e Ca pitol, in  t h e C ity o f P h o e n ix, this

da y of 2016.

J ODI A. J ERICH
EXECUTIVE DIRECTOR

DIS S ENT

DIS S ENT
SP:rt

DE CIS IO N n o .8

L
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1 IT IS  FURTHER ORDERED tha t if Ce re Te l Incorpora te d  fa ils  to  comply with  the  S ta ff

2 recommenda tion described in Findings  of Fact No. 5, the  Ce rtifica te  of Convenience  and Necess ity

3 granted here in shall be  considered null and void after due process.

4 IT IS  FURTHER ORDERED tha t this  Decis ion sha ll become  e ffective  immedia te ly.

5 BY ORDER OF THE ARIZONA CORP ORATION COMMIS S ION.

6

7

8

9

10

13

14

15

16

17

18

19

20

21

22

23

24

25

26

27

28



*

S ERVICE LIS T FOR: CE RE TE L INCORP ORATE D

T-20943A-15-0-43
1

2

3

4

5

DOC KE T NO.:

Marc Keens
Thoma s  M. Lynch
CereTe1 Incorporated
700 Me lvin Ave ., Suite  1
Anna polis , MD 21401

J a nice  Alwa rd, Chie f Couns e l
Le ga l Divis ion
AR IZO NA C O R P O R ATIO N C O MMIS S IO N
1200 We s t Wa s hington S tre e t
P hoe nix, AZ 85007

6

7

8

9

10

11

12

Thoma s  Brode rick, Dire ctor
Utilitie s  Divis ion
AR IZONA C OR P OR .ATION C OMMIS S ION
1200 We s t Wa s hington S tre e t
P hoe n ix, AZ 85007

13

14

15

16

17

18

19

20

21

22

23

24

25

26

27

28

9 DECISION NO.


